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Tutkimuksessa tarkastellaan toimintojen ulkoistamisen ja tehtävärakenteiden muutosten vaiku-
tuksia työntekijöiden itsensä kokemiin työoloihin. Työoloja mitattiin useilla eri mittareilla. Tulok-
set perustuvat poikkeuksellisen rikkaaseen yhdistettyyn aineistoon. Tarkastelu osoittaa, että ul-
koistaminen ulkomaille lisää työtehtävien häviämistä yrityksissä. Tämän ulkomaille ulkoistamisen 
suoran vaikutuksen lisäksi eriteltiin myös ulkoistamisen epäsuoria vaikutuksia niihin työntekijöi-
hin, jotka onnistuvat säilyttämään työpaikkansa sellaisessa yrityksessä, joka on ulkoistanut toi-
mintojaan. Ulkoistamisen epäsuorat vaikutukset ovat tulosten valossa suoria vaikutuksia huomat-
tavasti heikompia. Tämän lisäksi epäsuorat vaikutukset työntekijöiden kokemaan hyvinvointiin 
eivät ole yksioikoisen negatiivisia. Ulkoistaminen toisiin teollisuusmaihin esim. parantaa selvästi 
suomalaisten työntekijöiden mahdollisuuksia edetä urallaan.
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Abstract
This paper explores the effects of outsourcing on employee well-being through the use of the Finnish 
linked employer-employee data. The direct negative effect of outsourcing is attributable to greater job de-
struction and worker outflow. In terms of perceived well-being, the winners in international outsourcing 
are those who are capable of performing interactive tasks (i.e., managers, professionals and experts), es-
pecially when offshoring involves closer connections to other developed countries.
Key words: globalization, outsourcing, offshoring, working conditions, job satisfaction, subjective well-
being
JEL: J28, F23
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1 Introduction
	
Outsourcing,	 especially	 international	 outsourcing	 (i.e.,	 offshoring),	 has	 become	 the	 prima-



































We	 analyze	 the	 effects	 of	 outsourcing	 on	 employee	well-being	 in	 the	 Finnish	 context.	 The	
pressures	of	globalization	are	particularly	pronounced	in	Finland	because	it	is	a	small,	open	
economy	with	a	high	level	of	wages	and	benefits.	In	recent	years,	considerable	changes	have	
occurred	 in	Finland’s	 trade	patterns.	For	example,	 the	 share	of	non-OECD	countries	 in	 the	
total	Finnish	manufacturing	trade	increased	by	roughly	ten	percentage	points	during	1999–
1 See Crinò (2009) and Eriksson (2010) for surveys of the labor market effects of multinational firms, internationalization, and off-
shoring. For example, Østhus and Mastekaasa (2010) study the impact of downsizing on sickness absence. 

















offshoring	 is	 likely	 to	have	a	positive	effect	 for	at	 least	 two	reasons.	First,	offshoring	 is	part	
of	the	restructuring	process	that	involves	an	increase	in	the	share	of	high	value-added	occu-
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FIGURE 1. DIMENSIONS AND LINKS BETWEEN OUTSOURCING AND 
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Figure 1 Dimensions and links between outsourcing and employee well-being





ployees	 because	 the	 adjustment	 does	 not	 treat	 all	 employees	 equally.	 Some	 employees	may	
gain	in	the	process,	while	others	may	lose.	This	potentially	obscures	the	general	relationship	
between	outsourcing	and	perceived	well-being.	For	instance,	knowledge	workers	may	benefit	

































3 Ali-Yrkkö (2007) has reported that cost savings have been an important motivation behind outsourcing for the Finnish companies.
4 Skilled agricultural and fishery workers are excluded from the analysis because we focus solely on the non-farm business sector. 
Our general approach resembles the approaches of Bauer and Bender (2004) and Askenazy and Moreno Galbis (2007), who also study 
intra-firm organizational changes.
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Task	creation	(TC)	in	firm	i is	the	sum	of	positive	employment	changes	in	the	tasks	(j=1,	…,	8)
between	year	t	and	t-1,		 	 ,		 	 	 ,	where		 	 	 	denotes	the	difference	operator	and	the
superscript	 “+”	 indicates	 that	 Lijt > Lij, t–1.	 Task	 destruction	 (TD)	 is	 defined	 analogously:	
	 	 				,	where	the	superscript	“-”	indicates	that	Lijt < Lij, t–1.	The	net	employment	
change	in	firm	i	is		 	 	 	 				.	Therefore,	a	firm	may	experience	simul-
taneous	task	creation	and	destruction.	Following	the	literature	on	job	flows,	a	suitable	indica-
tor	of	such	actions	is	excess	task	reallocation	(ETR):	ETRit = TCit + TDit – NETit.
The	measures	of	worker	flows	provide	a	useful	extension	to	the	analysis	of	occupational	re-
structuring.	It	holds	that	NETit = TCit – TDit = Hit – Sit,	where	H	(hired)	denotes	the	number	
of	 employees	who	were	hired	 for	 the	 current	 task	 in	year	 t,	 and	S	 (separated)	 indicates	 the	
number	of	employees	who	left	their	task	in	year	t.	The	hired	employees	consist	of	two	groups:	
internally	hired	 (IH)	 employees,	who	worked	 for	 the	 same	 firm	 (but	 in	 a	different	 task)	 in	
year	t-1,	and	externally	hired	(EH)	employees,	who	did	not	work	for	the	same	firm	in	year	t-1.	
Analogously,	the	separations	can	be	divided	into	internally	separated	(IS)	and	externally	sepa-
rated	(ES).	Thus,	it	holds	that	NETit = TCit – TDit = Hit – Sit = IHit + EHit – ISit – ESit.	By	defini-
tion,	IHit = ISit.	To	measure	the	amount	of	“excessive”	worker	turnover	in	the	firm,	we	can	use	
the	churning	flow	measure:	CFit = Hit + Sit – (TCit + TDit).
Following	 the	 convention	 in	 the	 literature	 on	 job	 and	 worker	 flows,	 all	 flow	measures	 are	
converted	 into	 rates	by	dividing	 them	by	 the	average	employment	of	 the	 firm	 in	year	 t	 and


















ysis,	 “knowledge	workers”	 comprise	 a	 broad	 category,	 including	 the	 first	 four	 occupational	
	
5 A useful property of using the average employment as a denominator is that the growth rates are symmetric around the zero 
(Davis and Haltiwanger 1999).
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groups	(i.e.,	managers,	professionals,	technicians	and	associate	professionals,	and	clerks)	be-
cause,	 in	most	workplaces,	 technicians	and	associate	professionals	as	well	 as	 clerks	work	 in	
close	co-operation	with	professionals.7


































7 Hopp et al. (2009) consider specific aspects of white-collar tasks at the individual, team and organization levels.
8 The definition of core business function is the production of final goods or services intended for the market or for third parties 
that are conducted by the enterprise and yield income. In most cases, the core business function equals the primary activity of the 
enterprise. It may also include other (secondary) activities if the enterprise considers these to be part of its core functions (Statistics 
Denmark et al. 2008, p. 13).
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measured	 according	 to	 Böckerman	 and	 Ilmakunnas	 (2008).	 For	 perceived	 uncertainty,	 the	





9 Maliranta (2011) provides detailed descriptive evidence on the roles of occupational restructuring in the context of the Finnish 
business sector.





































ifications	 for	knowledge	workers,	with	a	 sample	 size	of	421.	The	 specifications	 that	use	 the	




10 The most common elements of uncertainty are ‘unforeseen changes’, ‘work load increases beyond tolerance’, and ‘transfer to other 
duties’. These components of uncertainty typically affect the same employees. The perception of the threat of becoming incapable of work 
is also quite common (25% of all employees). This threat is much more frequent among older employees, as expected. Note that we control 
for the age effects in all specifications for perceived well-being.
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4 Empirical specifications
	







































, 1,...,11,jk j j jRESTRUCTURING OUTSOURCING kβ δ ε= + + =X
, 1,...,8,ijk ij j ijY OUTSOURCING kβ η ε= + + =X














Outsourcing and Occupational Restructuring. We	first	examine	whether	the	outsourcing	activ-
ities	of	Finnish	firms	are	associated	with	occupational	restructuring	and,	if	so,	in	what	ways.	
Because	we	are	particularly	interested	in	the	role	of	firms’	outsourcing	from	the	perspective	























11 We use the average employment in 2000 and 2006.
, 1,...8 1,...11,ijk ij jl ijY RESTRUCTURING k lβ λ ε= + + = =X
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ceived	well-being	 is	particularly	 low	among	service	and	 sales	workers	as	well	 as	 among	 the	
typical	 blue-collar	 occupations.	 The	 latter	 group	 of	 occupations	 also	 has	 particularly	 poor	
(physical)	working	conditions	(Panel	A,	Columns	3–6).	
An	 important	 finding	 is	 that	 offshoring	does	not	have	 an	 independent,	 statistically	 signifi-












12 The correlations between the variables that capture working conditions are reported in Table A3.
13 The estimation results for the control variables are available upon request.
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stitutes	 (Geishecker	et	al.	2011).	The	quantitative	magnitude	of	 this	effect	 is	 substantial	be-
cause	offshoring	to	the	US,	Canada,	and	other	developed	countries	decreases	employees’	per-
ceptions	 of	 poor	 promotion	prospects	 by	 24%.	This	 result	 is	 consistent	with	 the	 pattern	 in	
Table	1	(Panel	B,	Column	4),	according	to	which	offshoring	to	other	developed	countries	sub-
stantially	increases	internal	task	separation,	which	measures	the	vertical	mobility	of	employ-





Table	3	documents	a	 separate	 set	of	estimates	 for	knowledge	workers	because	 this	group	of	





timates	 that	 break	down	 according	 to	 the	 geographical	 destination	 of	 offshoring	 show	 that	







Occupational Restructuring and the Well-being of Employees. The	 concluding	 section	 of	 the	
main	estimation	results	explores	the	effect	of	occupational	restructuring	among	the	continu-
14 We do not report the results for harm and hazard for these specifications because some cells of the data contain too few observa-
tions to obtain reliable estimates.
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Finally,	we	find	 that	 insourcing	(i.e.,	 the	opposite	of	offshoring)	generally	 improves	employee	
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portunities	 for	 career	advancement	because	 the	market	 for	 talented	workers	 is	 larger	 (Kau-
hanen	and	Napari	2011).	The	fact	that	promotion	prospects	are	particularly	sensitive	to	off-
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DEFINITIONS OF VARIABLES 
Variable Definition/measurement  
  
The measures of perceived 
employee well-being (QWLS) 
 
  
Job satisfaction Job satisfaction is measured by means of alternatives 1 (very satisfied), 2 
(quite satisfied), 3 (rather dissatisfied), and 4 (very dissatisfied). 
Uncertainty Work including at least one insecurity factor (includes transfer to other duties, 
threat of temporary dismissal, threat of permanent dismissal, threat of 
unemployment, threat of becoming incapable of work, unforeseen changes, 
work load increasing beyond tolerance) = 1, otherwise = 0. 
Harm  At least one adverse factor that affects work ‘very much’ (includes heat, cold, 
vibration, draft, noise, smoke, gas and fumes, humidity, dry indoor air, dust, 
dirtiness of work environment, poor or glaring lighting, irritating or corrosive 
substances, restless work environment, repetitive and monotonous 
movements, difficult or uncomfortable working positions, time pressure and 
tight time schedules, heavy lifting, lack of space, mildew in buildings) = 1, 
otherwise = 0.  
Hazard At least one factor experienced as ‘a distinct hazard’ (includes accident risk, 
becoming subject to physical violence, hazards caused by chemical 
substances, radiation hazard, major catastrophe hazard, hazard of infectious 
diseases, hazard of skin diseases, cancer risk, risk of strain injuries, risk of 
succumbing to mental disturbance, risk of grave work exhaustion, risk of 
causing serious injury to others, risk of causing serious damage to valuable 
equipment or product) = 1, otherwise = 0.  
No promotion Advancement opportunities in current workplace ‘poor’ = 1, otherwise = 0. 
No voice ‘Not at all’ able to influence at least one factor at work (includes content of 
tasks, order in which tasks are completed, pace of work, working methods, 
division of tasks between employees, choice of working partners, equipment 
purchases) = 1, otherwise = 0.  
Discrimination Experience of at least one type of unequal treatment or discrimination in 
current workplace (includes time of hiring, remuneration, career advancement 
opportunities, access to training arranged by employer, receiving information, 
attitudes of co-workers or superiors) = 1, otherwise = 0.  
Work intensity Intensity at work is high enough to cause sickness absence = 1, otherwise 
0. 
  




Domestic outsourcing Firm has domestically outsourced its core business functions (i.e., 
production of goods and/or services) over the period 2001-2006 = 1, 
otherwise 0. 
Offshoring (i.e. international 
outsourcing) 
Firm has offshored abroad its core business functions over the period 
2001-2006 = 1, otherwise 0.  
Offshoring to the 15 EU 
countries 
Firm has offshored its core business functions to the 15 EU countries over 
the period 2001-2006 = 1, otherwise 0. The EU 15 countries are Belgium, 
Denmark, Germany, Greece, Spain, France, Ireland, Italy, Luxembourg, 
Netherlands, Austria, Portugal, Sweden, and the United Kingdom. Finland 
is excluded from the list of the EU 15 countries.  
Offshoring to the rest of Europe Firm has offshored its core business functions to the rest of Europe over 
the period 2001-2006 = 1, otherwise 0. The rest of Europe includes 12 EU  
countries (i.e., Czech Republic, Estonia, Cyprus, Latvia, Lithuania, 
Hungary, Malta, Poland, Slovenia, Slovak Republic, Bulgaria, and 
Romania) and Switzerland, Norway, Turkey, Russia, Belo Russia, 
Ukraine, and the Balkan states.  
Offshoring to developing 
countries 
Firm has offshored its core business functions to developing countries 
over the period 2001-2006 = 1, otherwise 0. The developing countries 
include China, India, South and Central America (including Mexico), and 
Africa.  
Offshoring to other developed 
countries 
Firm has offshored its core business functions to other developed 
countries over the period 2001-2006 = 1, otherwise 0. The other 
Table A1 Definitions of variables
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developed countries include the US, Canada, Japan, Korea, the countries 
of the Near East and Far East, and Oceania.  
  
Control variables  
  
Human capital (QWLS)  
  
Female 1 = female, 0 = male.  
Age <=34 Age <= 34 = 1, otherwise = 0.  
Age 35-44 Age 35-44 = 1, otherwise = 0 (reference) 
Age 45-54 Age 45-54 = 1, otherwise = 0  
Age 55-64 Age 55-64 = 1, otherwise = 0 
Married Married = 1, otherwise = 0.  
Basic education only Less than second stage of secondary level education (International 
Standard Classification of Education (ISCED) 0-2) = 1, otherwise = 0 
(reference). 
Middle education Second stage of secondary level education (ISCED 3) = 1, otherwise = 0  
Higher education Third-level education (ISCED 5-7) = 1, otherwise = 0 
Union member Member of trade union = 1, otherwise = 0.  
  
Work history (FLEED)  
  
Past earnings A logarithm of past average earnings over the period 1990-2007, deflated 
to the year 2000 by using the consumer price index.  
Past employment The total number of employment months over the period 1990-2007.  
Past unemployment The total number of unemployment months over the period 1990-2007.  
  
Self-assessed health (QWLS) Self-assessment of working capacity. The variable is scaled from 0 (total 






Plant size <100 Size of plant under 100 employees = 1, otherwise = 0 (reference) 
Plant size 100-249 Size of plant 100-249 employees = 1, otherwise = 0 
Plant size 250-999 Size of plant 250-999 employees = 1, otherwise = 0 
Plant size > 1000 Size of plant over 1000 employees = 1, otherwise = 0  
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attitudes of co-workers or superiors) = 1, otherwise = 0.  
Work intensity Intensity at work is high enough to cause sickness absence = 1, otherwise 
0. 
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TABLE A2 
SELECTED DESCRIPTIVE STATISTICS FOR THE LINKED DATA SETS 
 
 
Firm-level data on outsourcing 
and restructuring 
Individual-level data on  
outsourcing and well-being 
Individual-level data on 
restructuring 
and well-being 
 N Weighted N Mean N Mean N Mean
Outsourcing variables (ISS)        
Domestic outsourcing 1096 353 698 0.222 770 0.209   
Offshoring 1096 353 698 0.147 770 0.138   
Offshoring to the 15 EU countries 1096 353 698 0.222 770 0.209   
Offshoring to the rest of Europe 1096 353 698 0.052 770 0.044   
Offshoring to developing countries 1096 353 698 0.083 770 0.081   
Offshoring to other developed countries 1096 353 698 0.063 770 0.057   
Occupational restructuring variables (FLEED)        
Task destruction 1096 353 698 0.204   1174 0.189
Task separation 1096 353 698 0.562   1174 0.506
External task separation 1096 353 698 0.394   1174 0.354
Internal task separation (i.e., internal task hiring) 1096 353 698 0.167   1174 0.152
Excess task reallocation 1096 353 698 0.170   1174 0.212
Task churning 1096 353 698 0.714   1174 0.635
The change in the share of interactive tasks 1096 353 698 0.007   1171 0.008
The change in the share of non-routine tasks 1096 353 698 0.014   1171 0.012
Task creation 1096 353 698 0.387   1174 0.472
Task hiring 1096 353 698 0.744   1174 0.789
The change in the share of knowledge workers 1096 353 698 0.022   1174 0.009
The share of knowledge workers in 2006 1096 353 698 0.476   1174 0.461
Well-being variables (QWLS)        
Job satisfaction    770 4.048 1174 4.072
 47
Uncertainty    770 0.723 1174 0.664
Harm    770 0.281 1174 0.245
Hazard    770 0.397 1174 0.365
No promotion    770 0.418 1174 0.486
No voice    770 0.705 1174 0.677
Discrimination    770 0.377 1174 0.343
Work intensity    770 0.169 1165 0.121
Occupational share variables (FLEED)        
Technicians and associate professionals    770 0.216 1174 0.195
Clerical support workers    770 0.110 1174 0.092
Service and sale workers    770 0.078 1174 0.102
Craft and related trade workers    770 0.129 1174 0.164
Plant and machinery operators    770 0.169 1174 0.172
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